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1. SUMMARY: IT NOW SEEMS REASONABLY CERTAIN THAT THE 
RESIGNATION OP MINISTER OP ECONOMY VEGH VILLEGAS HAS 
BEEN ACCEPTED AND THAT A NEW MINISTER, PROBABLY VEGH'S 
UNDER SECRETARY, WILL JOIN THE MENDEZ ADMINISTRATION. 

VEGH'S RESIGNATION WAS PROMPTED BY POLITICAL (SEE 
PARA 3 REPTEL), RATHER THAN ECONOMIC REASONS. PONMIN 
BLANCO AND MINAGRICULTURE AZNAREZ REPORTEDLY IDENTIPIED 
THEMSELVES WITH VEGH'S POSITION BUT DID NOT OPPER 

THEIR RESIGNATIONS. THEY, AND THE BULK OP THE 
ECONOMIC TEAM, ARE EXPECTED TO REMAIN IN THE ADMINISTRA- 
TION BUT REPORTEDLY NOT POR AN EXTENDED PERIOD. 

ALL SENIOR OPPICIALS, CIVILIAN AND MILITARY, WITH 
WHOM THE VEGH MATTER HAS BEEN DISCUSSED, CLAIM THAT 
ECONOMIC POLICY WILL NOT CHANGE. END SUMMARY. 

2. ALTHOUGH THERE HAS BEEN NEITHER PRESS COMMENT 

NOR OPPICIAL ANNOUNCEMENT, IT NOW SEEMS AS CLEAR AS IT CAN BE 
AT THIS POINT THAT THE RESIGNATION OP MINISTER OP ECONOMY VEGH 
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CONFIRMATION, A HOST OF SOURCES INCLUDING A MEMBER OE 
THE CABINET, A MEMBER OF THE JUNTA DE GENERALES, 

AND THE GOVERNOR OE MONTEVIDEO, ALL CONEIRM VEGH'S 
DEPARTURE, PROBABLY AS OP SEPTEMBER I WHEN APARICIO 
MENDEZ ASSUMES THE PRESIDENCY. 

3. THE SAME WIDE VARIETY OP SOURCES INDICATE THAT 
VEGH'S UNDER SECRETARY, VALENTIN ARISMENDI, WILL MOVE 
UP TO THE MINISTER'S CHAIR. VEGH HAS LONG GROOMED 
ARISMENDI FOR THE POSITION AND REPORTEDLY URGED HIM 
TO REMAIN. APPARENTLY, OTHER MEMBERS OP THE ECONOMIC 
TEAM ALSO WILL REMAIN, AT LEAST FOR A TIME. 

4. VEGH'S DIPPERENCES WITH THE GOVERNMENT CENTER 
ON POLITICAL, NOT ECONOMIC ISSUES (SEE PARA 3 REPTEL). 

HE CONTINUES, PARTICULARLY, TO OPPOSE THE PROPOSED 
INSTITUTIONAL ACT NO. 3, WHICH WOULD TAKE POLITICAL 
RIGHTS AWAY FROM A NUMBER OP POLITICAL PIGURES, 

AND THE APPARENT LACK OP MOVEMENT TOWARDS POLITICAL 
LIBERALIZATION. REPORTEDLY, PONMIN BLANCO AND 
MINAGRICULTURE AZNAREZ IDENTIPIED THEMSELVES WITH 
VEGH'S POLITICAL POSITION BUT DID NOT OFPER THEIR 
RESIGNATIONS. HOWEVER, IT IS GENERALLY BELIEVED THAT 
NEITHER WILL REMAIN IN THE CABINET OVER THE LONG TERM. 
BLANCO IS RUMORED TO BE NAMED AMBASSADOR AT SOME 
PUTURE DATE, WITH WASHINGTON MOST COMMONLY MENTIONED. 
DISCUSSING A HYPOTHETICAL SITUATION, BLANCO RECENTLY 
TOLD AN EMBOPP THAT HE WOULD PREPER MADRID OR WASHINGTON 
IP HE WERE TO GO ABROAD. 

5. VEGH IS STILL AMONG CANDIDATES PROM WHOM THE NEW 
COUNCILORS OP STATE ARE TO BE NAMED ON AUGUST 26. 

WE HAVE CONPLICTING REPORTS AS TO WHETHER HE WILL 
ACCEPT A SEAT, IF ELECTED. IN ANY CASE, IT NOW SEEMS 

THAT THE ENTIRE ECONOMIC TEAM AND SOME FELLOW MINISTERS 
WILL NOT WALK OUT WITH VEGH. PONMIN BLANCO TOLD THE 
AMBASSADOR ON AUGUST 20 THAT ECONOMIC POLICY WAS NOT 
AT ISSUE AND RESPONSIBLE GOVERNMENT FIGURES, BOTH 
CIVILIAN AND MILITARY, ASSURE US THAT GOU ECONOMIC 
POLICY WILL NOT CHANGE. WHILE THIS MAY BE THEIR INTENTION, 
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SOME CHANGE IS LIKELY OVER TIME AS SOME OF THE LEADING 
OPPONENTS TO VEGH'S ECONOMIC LIBERALISM AND ANTI- 
PROTECTIONISM, PARTICULARLY GENERALS ALVAREZ AND 
RAIMUNDEZ, REMAIN IN A STRONGER POSITION SIMPLY 
BECAUSE THE KNOWLEDGEABLE, ARTICULATE, AND WIDELY- 
RESPECTED ALEJANDRO VEGH VILLEGAS WILL NOT BE THERE 
TO OPPOSE THEM. 
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